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SUBJECT: PILOT SHOPPING CENTER DATE: September 2 1, 2007 
IMPROVEMENT PROGRAM 
IJPDATE 

COUNCIL DISTRICT: # 7.9, 10 

RECOMMENDATION 

Acceptance of the Pilot Shoppillg Center Illlprovelnellt Program update 

OUTCOME 

Acceptance of this update will help facilitate tlle itnplelne~ltatioll of the Pilot Shoppi~lg Center 
Improvement Program. The Pilot Prograni will leverage the Sari Jose Redevelopment Agency's 
successful traclc record with the Faqade Improvement Prograln. The Office of Ecotlolnic 
Developlllellt (OED), Redeveloptllellt Agericy and the Departlnent of' Planning, Building a l~d  
Code Ellforcelnellt (PBCE,) will collaborate and draw 011 other City services to ensilre program 
success. 

The Pilot Progralll will take place over a two-year period. Followil~g pilot completion, tas and 
other data (when available) documenting progratn performance, will be brought to the 
Colnllluility and Ecollolllic Developlnellt Committee. Property owners participating in the 
program will be obligated to maintain the City's iilvestnieilt and lilllit illcreases to existing lease 
rates. 

BACKGROUND 

On May 2 1, 2007, the Community and Economic Developlilellt Colllrnittee recommellded that 
the Pilot Program be approved by Council. Comrilents received at that llzeeting were 
illcorporated into the memo that was presented to Council in Septenlber 2007. 

On September 11,2007, the City Co~ulcil approved creatiori of the Pilot Program. 
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The following analysis outlines progralll colnponents and identifies potential shopping center 
sites in Co~lncil Districts 7, 9 anrl 10. 

Pilot Shopping Center Improve~nent Program: 

The Pilot Plogranl will help three shopping centers outside of Redevelopment Areas lnalte 
upgrades similar to those achieved througl~ the Redeveloplnent Agency's Faqadc Improvement 
Program, a proven program which llas converted over 600 buildings into vibrant and attractive 
placcs to shop and do business. Tlle Redevelopment Agency is gellerally prohibited froln 
expending ftrnds outside Redevelop~nent Agency areas, but using a cooperative agree~nent under 
the Pilot Program, the City will use Gcneial Fund and CDBG Fund resources to reimburse the 
Agency for participating in the program. 

The Pilot Prograni will provide a lnenrl of benefits to incelltivize owner participation, as detailed 
in Attaclllnent A. Tllese include, but are not limited to: 

e Architectural services to improve site appearance, e.g., awlling styles and colors, extetior 
ligl.lting, landscapillg design, paint treatments/colors, and signage design and placement 

e Ridding and constr~~ction ~nanagcnlent assistance 
e Funding assistance of up to $40,000 for every 60 lineal feet of store frontage with a 

$5,000 investnlent from the property owner (City investment will be capped at 
$300,000-$350,000 per center). 

Additional City services will also be offered to tellants and property owners, partict~larly with 
regard to the Green Rtiilding Plogram and energy efficiellcy initiatives to help reduce the energy 
needs of the sl~oppillg centers. 

I11 concert with these efforts, OED staff has worked wit11 the respective Coullcil Offices to 
identify locatiolis and negotiate wit11 the property owners. PBCE will provide input and 
expel-tise to expedite the processing of necessary permits, and will guide the developrnellt of 
design elelllents with assistallce fro111 the Agency and OED. 

To protect the City's investlrielit and other policy imperatives, certain requirerilents are included 
in the agreelneilt with the property owners and a ~i~emorandum of agreeinent recorded on tlze 

property. Many of tllese requirelllents are different than the requirelnents of the Agency FIP 

Progralll in order to comply with federal guidelilies regarding the use of CDRG f~uzding. The 

CDBG requirements include: 


e Maintenatlce of the project for 10 years 
* Projects will be subject to public bidding 

e idd ding contractors lnust colnply with Davis Bacon and prevailing wage 

* The City must select tlle low bidder 

Additionally, as in the Faqade Illiproveinent Program, rent: increases for tenants in these 

sllopping centers will be limited to an aggregate of 5% for two years unless otherwise provided 
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EVALUATION AND FOLLOW-UP 

Impleliientation of the Pilot Program to provide faqade improvement services outside of 
Redevelopmelit Areas will help staff determine whether such a program should be established as 
an ongoing tool to srippoi-t retail growth in San Jose. Program evaluation will be based primarily 
on the following factors: 

0 Attraction of new retailers, leading to a diverse mix ofjobs, products aiid services for San 
Jose residents aiid visitors 

0 The improved appearance of targeted San Jose neigliborlioods 
e Tlie increased visibility, and therefore economic viability, of existing neigliborliood retail 

offerings 
0 Increased rapport with local property owners for ellhanced business appreciation efforts 

and Council cominendations 
Tlie number of net new jobs created in centers 

0 Revenues to the City tlvougli increased business sales tax receipts 

Sliould tlie program be considered a success, a proposal for a wider Sliopping Center 
Inlprovement Program will be brought forward for Council deliberation. Sucli a proposal would 
reflect tlie lessons learned in operating tlie Pilot Prograrn and a more refined retail strategy. 
Given tlie nature of retail leakage between communities, staff anticipates tliat iliiprovement of 
centers near San Jose's borders could be a selection factor in the fixture, as discussed at the 
Comniunity and Economic Developmelit Committee rrieetiiig on May 21, 2007. 

POLICY ALTERNATIVES 

Alterizntive #: Focus oiz alternative andor additional shopping center locations 
Pros: Identification of additional centers could increase tlie pool of potential sites for faqade 
improvements. 
Cons: A significant amount of tinie and effoi-t lias already been expended on researchi~zgthe 
tlxee current locations. 
Reason for not recommending: Additional sites will be researched if it is determined tliat tlie 
currerit locations are not Iiltely to be successful. 

PUBLIC OUTREACHIINTEREST 

0 Criterion 1: Requires Council action on tlie use of public funds equal to $1 lziillion or 
greater. 

0 Criterion 2: Adoption of a new or revised policy that may liave implications for public 
health, safety, quality of life, or financial/econornic vitality of tlie City. 

Criterion 3: Consideration of proposed changes to service delivery, programs, staffing 
that may have impacts to community services and liave been identified by staff, Council or 
a Coliimunity group tliat requires special outreach. 
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While this memo does not meet the $1 milliol~ tIu-eshold in Criterio~l I ,  this lnellzo will be posted 
on the City's website for the October 9,2007 Cominlxnity and Economic Developlzlent 
Coinlliittee agenda. The Pilot Shopping Ceriter I~nprovemelzt Progranz was discussed in Colsncil 
Col~~rnitteesin Novelnber 2006 and May 2007, and was approved by Council 011 September 11, 
2007. 

COORDINATION 

This lzzelnoralldum has beell coordinated with Department of Plaruzing, Building and Code 
Ellforcenzent (PBCE), the City Attorney's Office (CAO) and the Redevelopinelit Agency. 

FISCALIBOLICY ALIGNMENT 

Iinplemelztatiolz of the Pilot Program will fui-tlzer the City's Ecoliomic Developlnelzt Strategy by 
lzelpilzg to: (a) "Diversify Salz Jose's Economic Base and Preserve/Create Middle-Incorne Jobs" 
(Initiative 8), and (b) "Develop Retail to Full Potelitial and Maxiinize Revenue Impact (Initiative 
13). 

COST SUMMARY/IMPLICATIONS 

Past experieilce suggests that each shoppilzg center will require approxilnately $300,000 -
$350,000. This alzzoulit will include a colnbined reimbursenzent for Redeveloprizellt Agency staff 
time, design worlc, supplies and consultant services of approximately $75,000 for the tlu-ee 
projects. As part of the FY 2007108 budget process, Coullcil approved the use of $400,000 iiz 
Collllzzulzity Development Block Grant Funds and a11 additional $300,000 in one-time Gelzeral 
Fund revelzues. 

CEOA 

Not a Project. 

PAUL ICRTJTICO 
Chief Development Officer 

For questioris please contact Paul Krutlto, Chief Developlnelzt Officer at 408-535-81 82. 



Attachment A 

Pilot Shopping Center Improvement Program 

Program Elements 


Eligibility Requirements 

The selection criteria for participation in the program will include: 
e Properties with one or two owners or family ownership 
e Properties with no major structural changes required, such as American's with Disabilities 

Act compliance changes or Umeinforced Masonry work 
e Properties with no major code violations: clean-up of minor violations may be an incentive to 

participate in the program 
e Properties with a forecast viability of at-least five years forecast as determined by vacancy 

rates, tenant mixes and lease terms 

Project Assistance 

The Pilot Shopping Center Improvement Program will draw f ~ o m  the menu of benefits outlined in 
this section to incentivize participation of property owners in the program. Once a shopping center 
owner and tenants commit to the Pilot Frograni, the project team will be driven by the 
Redevelopment Agency for project implementatian. 

Program assistance may include: 
1. 	 Offering a variety of architectural services which improve appearance of sites in an effort to 

improve retail performance. Depending on the property and its forecasted viability, 
Redevelopment Agency's architectural services may include: 

* 	 Paint treatments and colors 
c 	 Awning styles and colors 


Landscaping design 

Q Exterior lighting 
* 	 Signage design and placement 

Based on Redevelopment Agency experience with maximizing the effectiveness of the 
program, while minimizing expenditure, the Pilot Program will be limited in scope, 
promoting paint-based facade improvements and basic sign replacements, rather than in- 
depth investments. 

2. Providing support services to ensure the successfill implementation of site improvements, 
including: 

r Architectural design services at no cost to the property owner 
a Bidding and constnlction management assistance; in accordance with City policy, all 

construction costs will be based upon prevailing wages 
e 	 Funding assistance of up to $35,000 per 60 linear feet of store frontage with matching 

funds ratio of $5,000 from property owner for an additional $5,000 of City funds 
(though caps may be set for any given project) 



3. Streamlining the process of obtaining site adjustment pennits (as required prior to any 
exterior alterations can being made to a building), which will include: 

Participation of PBCE throughout design and implementation process of the Pilot 
Program 

o 	 Coordinated review and analysis of facade projects prior to architectural design 
Assignment of a PBCE Project Manager, ensuring one point of contact for property 
owners and staff throughout the Facade Improvement Project 

4. 	 Providing information about the City's green building program and energy efficiency 
initiatives in an effort to help reduce the energy needs of the shopping center. Staff will 
coordinate with the Environmental Services Department and Pacific Gas and Electric to 
provide this service. 

Ongoing Expectations 

Upon successful completion of necessary improvements, staff will develop Owner participation 
Agreenientslcovenants as needed to guarantee maintenance of the facade improvements. According 
to the current Redevelopment Agency standard, property owners commit to seven years of regular 
maintenance. In addition, property owners agree not to increase lease rates for existing tenants by 
more than an aggregate of five percent in the first two years after participation in the progran except 
where specified by existing leases. 


